Integration of Southern Africa has resulted in changes in trade structures and production process across borders. The aim of this article is to present transformations taking place in the structure of trade exchange of the Southern African states (Botswana, Lesotho, Namibia, Swaziland, and South Africa) that are members of the Southern African Customs Union (SACU), and the position of South Africa in global value chains. South Africa seems to be the group of the most advanced countries in analyzed region. The analysis takes advantage of both the conventional methods of comprehensive study on international trade and the modern indicators and measures examining similarity, concentration or the position of South Africa in global value chains in general and sectoral terms.
Introduction
In the region of Southern Africa there are several grave barriers to regional cooperation, such as the disparities in the levels of social and economic development, the problem of poverty, institutional and infrastructural weakness, epidemics, political instability, and not infrequently military conflicts as well. Quite often, one of the reasons for the failure of integration were also attempts to transplant the integration solutions worked out in developed countries to Africa.
These models, consistent with the literature on theories of international cooperation, did not perform well in the African reality. Despite the aforementioned barriers, however, the Southern African Customs Union (SACU) was established on 29 June 1910 and has remained in effect ever since, presently comprising five states, namely South Africa (SA) and the BLNS countries:
Botswana, Lesotho, Namibia, and Swaziland. Boosting regional economic cooperation in Southern Africa is meant to promote the area's independence through gradual liberalisation of trade flows and in the future this arrangement could become a deeper type of integration, e.g. (in some cases, also 2013), however, for the purpose of some selected issues (e.g. GVCs), the study period has been shortened due to the lack of relevant data. In order to ensure uniformity of its results, the study was based on data compiled by international organisations.
Overview of the transformations in the trade policy in the region
In the region of Southern Africa there is the oldest customs union in the world -SACU, initially designed to serve the economic and political interests of the British Empire 7 . The agreement established a customs territory with unified tariffs for third countries, allowed for unrestricted flow of goods within the union and introduced sharing profits between the members.
It operated under these principles until 1969 8 , when a new SACU agreement was signed, on 11 December, with the aim to balance the union, as in fact its major beneficiary had been South Africa -the country that had been essentially determining the trade policy within the union 9 .
In the subsequent decades, SACU pursued the interests of the apartheid regime 10 . From that moment on, SACU, being an agreement solely between the countries of the Southern Africa region, has been pursuing exclusively the political and economic goals of its member states. It is worth pointing out that the new agreement has retained several issues from the 1969 agreement, e.g. the right of the members to introduce trade restrictions. Despite the fact that the other countries of the grouping have been attempting to make their SACU-related institutions independent from South African influences, they have not managed to fully do so.
It should be noted that SACU is a typical example of the hub-and-spoke model 12 .
In this case, South Africa is the hub, as the most developed country of the region (it generates almost 92% of the region's GDP), while the other members of the grouping are the 'spokes'. This is also the reason for the establishment, within SACU, of a system of compensations to the other members, intended to equalise the profits from the introduction of the customs union.
The introduction of the new SACU agreement resulted in the establishment of a number of bodies tasked with the implementation of the union's strategy. One of these is the SACU Council of Ministers, composed of representatives of all the members of the grouping, its task being to jointly work out a consensus regarding the SACU trade policy. The Chairperson of the SACU Council of Ministers changes on an annual basis. In 2012, the office was held by the representative of Botswana and in 2013, by the representative of Lesotho. Another body is the Tariff Board, tasked primarily with making recommendations regarding tariffs and retaliatory measures (anti-dumping, countervailing and safeguard duties) 13 . The new agreement has maintained the common import duty for third countries selling their goods in SACU markets and it has also retained the provisions concerning the sharing of profits from tariffs and excise duty.
As a matter of fact, the privileged parties in this agreement are all the SACU members except for South Africa. While the latter generates around 98% of the income from common tariffs, the BLNS receive in total around 55% of the funds from the common pool 14 . For instance, it has been estimated that in 2013-2014 the payment from the common pool of funds jointly collected from tariffs and excise duty will amount to around USD 725 billion, of which almost 500 billion will go to the four privileged countries
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. This division of profit is meant as a form of compensation to the BLNS for the lack of a policy concerning educational tariffs, the aim of which is to protect selected sectors of the industry. Under the new agreement of 1994, all SACU states may introduce provisions concerning the development of common policy and establishment of common institutions. As regards common policy, the most important regulations are still the ones concerning the industry and competition as well as cooperation in agriculture.
Presently, the SACU is considered one of the most integrated economic communities in Africa. All of the SACU states are also members of the SADC and of the African Union,
and Swaziland is additionally a member of the COMESA. This high number of integration agreements gives rise to conflicts of interest, as well as formal and financial problems. SACU is also one of the smallest groupings in Sub-Saharan Africa in terms of the number of members.
The union also has in place a complementary document, the Multilateral Monetary Agreement, which has replaced the previous Common Monetary Area.
It is rather hard to classify the members of SACU as countries with a similar level of economic development, as there are considerable differences between them in terms of the structure of the economy, population, income per person, or level of technological advancement. Intra-Regional Trade Intensity Index is used to determine whether the value of intra-regional trade is greater or smaller than would be expected on the basis of the region's importance in world trade.
Source: author's own study on the basis of United Nations (2014), RIKS Platform (2014), The World Bank (2014).
Changes in the foreign trade of the SACU countries
The sphere that was to particularly contribute to boosting integration as well as social and economic development of the SACU countries was increasing the openness of the economy, benefiting from the effects of internationalisation and 'harnessing' globalisation 18 . While analysing the changes in the foreign trade channels of the SACU members, it is relevant not only to study the basic indexes of foreign exchange, but also to present the processes in which the trade structures of the countries in question are integrating, becoming similar or drifting apart. It would be hard to question the fact that foreign trade within SACU has a prominent place in the trade of all the members of the union except for South Africa, which focused on the Chinese, American, Japanese and German markets. An analysis of the main export and import markets within the grouping shows that South Africa is undeniably the most important trade partner for the other signatories. It should be noted that there was a growth trend in the foreign trade of all SACU countries from 2000, which was disturbed in 2009 due to the global crisis 21 .
Deteriorating terms of trade, as well as fall in trade turnover and income from foreign exchange were especially noticeable in the current account balances of the BLNS countries 22 .
While examining the level of concentration of the SACU countries' export markets, we can observe a decrease in the Herfindahl-Hirschman index in all countries except for Swaziland.
The most significant decrease in the geographical concentration of exports was experienced by Lesotho, from which, in 2000, almost 72% of exports went to the USA. By 2009, however, the structure of their main export partners shifted towards SA, where almost 49% of its exports went, with only 32% going to the USA. An opposite trend is observed in Swaziland, which is focusing more and more on the South African market. Among the SACU countries it is SA and Namibia that have the most diversified exports in geographical terms. An increasing diversification is observed import markets as well. Only Lesotho focused on importing goods from SA (Table 2) . To calculate concentration index the author used HH index. The EU's market was analyzed as separated countries.
Source: author's own calculations on the basis of The World Bank (2014).
While analysing the synthetic measures of concentration of the commodity structure of exports and imports, we can observe that there is no clear trend. Generally, there is a very high concentration in terms of exports in all the SACU countries except for South Africa. In all the member countries, the share of the three largest commodity groups in the value of exports exceeds 50%, reaching between 84% and 90% in Botswana, Lesotho and Swaziland. The Gini coefficient and the HH index, which are both close to 1 in these three countries, also point to high degree of commodity export concentration (Table 3) . Botswana focuses on exports of gemstones and metals (diamonds, nickel and copper). Lesotho exports primarily textiles and clothing, but also wool and mohair, and food. Namibia focuses on exporting gemstones, minerals and metals (diamonds, copper, gold, zinc, uranium, lead) , as well as food products (e.g. cattle, fish, molluscs). SA, in turn, exports mainly minerals, metals and gemstones (gold, diamonds, platinum) as well as, although to a lesser extent, machinery, electronics and transport equipment. Swaziland exports primarily chemical industry products (e.g. concentrates), food (e.g. sugar, fruit) and wood pulp. The country that managed to diversify the structure of its exports most significantly in 2000-2012 was Namibia. In Swaziland and SA we can observe an opposite trend. Swaziland focused more on exports of chemical industry products and food, while SA on exporting increasing amounts of gemstones, glass and minerals. The commodity concentration is much lower in imports, regardless of the indicator that is taken into account.
SA and Botswana have the most concentrated imports. In SA, machinery and electronics, fuels and transport industry products constitute 57% of the value of imports. In Botswana, gemstones and glass, fuels and machinery and electronics comprise more than 58% of imports ( Source: author's own calculations on the basis of United Nations (2014), The World Bank (2014).
The commodity structure of the exports of the SACU countries is related to specialisation in international exports. In order to express the relative comparative advantage of a given commodity group in exports, it is most appropriate to calculate the international specialisation index. For this purpose, we have used the revealed comparative advantage index 24 . Generally, the SACU states export primarily those products in which they have comparative advantage. All these countries, except for Botswana, have an advantage in exports of food products. Minerals, gemstones and glass are also competitive products, especially for Botswana, Namibia and South Africa. Lesotho specialises in different sectors, except for food, and has a competitive advantage in footwear, textiles and clothing and vegetables. None of these countries have comparative advantage in more technologically advanced commodity groups, such as machinery and electronics or transport industry products ( Table 4 ).
The diversity of the revealed comparative advantages is also reflected in the degree of similarity between the foreign trade commodity structures of the SACU states. In this study, the foreign trade commodity structure of SA has been adopted as the model, as it has been deemed the most advanced. In the analysis of the degree of similarity between the structures of commodities exported by the BLNS states and the export commodity structure, this study The low share of products considered the most technologically advanced is a disadvantageous characteristic of the export of the SACU countries. On the other hand, it is still under discussion whether the export of high-tech products in developing countries is tantamount to actual technological development 25 . These doubts are usually justified by the statement that technologically advanced exports do not necessarily have to be the result of actual innovative activity of countries, but rather of a suitable position in global value chains based on revealed comparative advantages (vertical specialisation) 26 . We can attempt to explain the low technological advancement of the SACU countries by its very low share of expenses on research and development. As regards the share of high-tech product exports in the total value of industrial product exports, in 2012 it was the highest for Swaziland (more than 40%).
However, the country's high percentage of high-tech exports is primarily the result of the low scale of its overall exports of industrial products and does not point to Swaziland's technological advancement, as proven by, for instance, the innovation indexes 27 Euclidean metric has been used as the measure of similarity. The closer the value is to one, the more different are the export structures of the analysed countries. The closer the value is to zero, the more similar the commodity structures. 
The SACU states' role in GVCs: the case of South Africa
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The countries of Southern Africa still participate in GVCs only to a small extent 31 .
However, the omnipresent delocalisation and fragmentation of production have not left this region unaffected. As the most economically advanced country of the region, SA joined the GVCs the soonest. Transformations in the South African economy resulted in foreign enterprises deciding to take advantage of the country's comparative advantages 32 . Thanks to its factors of production and level of development, which makes it stand out amongst the other African states, SA is attractive for four types of investors, looking for four things: resources, a ready market, a reduction of production costs, and strategic assets (e.g. regarding the power industry, railroad network)
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. Even though, in comparison to the most developed states, workforce productivity in South Africa is much lower
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, the wages per hour are also much lower than the average set by developed countries 35 . The cost factor, diversified economy, development strategies that put Leaving aside the influence of the redistribution of income between countries with different levels of development, which has already been discussed on numerous occasions in academic literature on the results of globalisation, the introduction of international fragmentation of production has made it possible to boost selected branches of South Africa's economy in which there already had been comparative advantage or at least a fair chance for increasing international competitiveness. Therefore, it is an attractive development strategy for SA to participate in GVCs. It should be noted that there are severe methodological difficulties with determining the place of a given country in value networks. One of the reasons for these problems is the lack of a unified method of measuring value added and the lack of the latest data concerning the flow of value added in international exchange, especially as regards the developing countries. (Table 5 ).
However, this highly simplified analysis does not solve the problem of determining the position of the country in GVCs.
When we examine the share of foreign value added included in the products exported by South Africa, we can see that the dominating element is the value added from highly developed countries. The share of value added from OECD countries in South Africa's gross exports in 2009 was as much as 53%. The countries characterised by the highest share of value added in the products sold by SA abroad are as follows: the USA (10%), Saudi Arabia (9.7%), Germany (9.1%), and China (5.3%). In its exports, SA benefits primarily from foreign value added from transport equipment (38% of gross exports of this commodity group), electronics and optics (27%), the metallurgical industry (27%), as well as chemical products (22% Source: author's own study on the basis of TiVA OECD-WTO.
An important indication of participation in GVCs is the share of imports used (directly and indirectly) for the current production of goods and services for export (so-called re-exported intermediates), as it provides us with the information on the position of countries in GVCs. still clearly in the upstream segment, higher than e.g. the EU average. This indicates that South Africa's role as a link in the chain of production of the global economy is decreasing (Table 6 ).
We could also try to identify the position of SA depending on the place it occupies in each sector. Four most internationalised braches have been selected for this analysis: transport equipment, electrical and optical equipment, mining and metallurgical industry. The first two can be considered more technologically advanced, while the remaining ones are considered less advanced. In the production of transport equipment, electrical and optical equipment SA is clearly in the downstream segment. The automotive industry is the domain of developed countries, including the countries of Central and Eastern Europe, which are in the lead of the supply network. In the last years, it has become the driving force behind exports and has attracted considerable foreign investments to these countries. The transport industry in SA does not have such a long tradition, as a result of which the country is positioned low in GVCs
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. The commodity group of electrical and optical equipment, in turn, has traditionally been the domain of the Asian Tigers and many years will pass before the South African economy achieves a comparable level of technological advancement. The mining and metallurgical industries position SA in the upstream segment and at a rather high place at that. As a matter of fact, South Africa is still perceived by foreign countries more often as a country of natural resources than advanced technologies, hence this high position in GVCs (Table 7) .
Conslusions
It is the priority of the African countries of SACU to reduce the development gap between them and the developed countries. One of the means to achieve this goal is to ensure proper management of foreign trade and gradually join the global economy. However, the members of SACU are very diverse in terms of the level of economic, social and institutional development, and there are also considerable differences in the orientation of their foreign policies, which translates into trade flows. The union, dominated by South Africa, largely realises the goals of this country, thus causing even greater economic polarisation of the other members.
Being a signatory of many international agreements, e.g. with the EU, SA is not interested in helping sign such agreements within SACU. Generally, the accelerating spread of global value networks put SACU states, except for South Africa, at a disadvantage in the competition for GVC investments. South Africa's policy that aims at benefitting from global value chains has not spread over whole union. Therefore the rest of the SACU members must effectively address their shortcomings, especially in infrastructure and labor skills, the environment given to domestic and foreign investors, and effective openness to trade.
The analysis yields the following conclusions: first, close integration of the countries of Southern Africa within SACU does not translate into increasing similarity of the geographical and commodity structure of international trade; second, the union is still dominated by SA, which benefits the most from trade flows within SACU (it is the main partner of the BLNS countries). Third, the trade policy of SA favours greater integration with global economies than with the SACU countries. Fourth, the study of the position of the most developed SACU country -SA -in GVCs shows that the region is still perceived as a supplier of low-processed products and resources rather than medium-tech and high-tech production. South Africa's position in GVCs further points to the possible directions of the economic policy that should be taken by the SACU states if they want to rise in the value network.
43 At this point, it is also worth looking closer into the situation of Germany. It has a relatively high percentage of foreign value added contained in exports, GVCs are of great significance in its national economy and the share of imports for current production in its exports is much higher than in other developed countries. The primary reason for this is the specific role played by Germany as a middleman in the trade of intermediate goods, mainly with the countries of Central and Eastern Europe. A particularly pronounced vertical integration between the post-socialist countries and Germany can be observed in more advanced products. These strong relations between the countries are the consequence of differences in labour costs and workforce qualifications, as well as of sectoral and cultural similarity and geographical proximity (IMF, 2013) . 44 Naude (2013) .
